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T H E REPUBLICAN PARTY AND T H E
T R U S T QUESTION.

If a trust is monopolistic, bust it with the
Sherman L a w . If it claims, or seems, to be
a combination that is not monopolistic, prove
it by examination. Find out whether its
profits are excessive in comparison to usual
profits. See that the economies of combination go to the public in higher wages and
lower prices and not merely to the capitalist
in abnormal profits. President Taft's policy,
with Federal incorporation, and with the
" rule of reason" (that is, common sense) in .
enforcing the Sherman Law to break up
monopoly and trade restraint, affords the
means to do these things.
The Republican Party stands for the
protective tariff for the benefit of business
s 379—2
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and high wages. It stands for a square deal
to legitimate combination for economical
production for precisely the same reason. It
attacks monopoly because monopoly has the
power to raise prices and to drive others out
of business. The Republican Party has no
quarrel with honest combination for economy
in production, but it will not permit capital
to pocket these economies of combination.
It insists that these be fairly divided with
labor in the form of high wages and with
the public in the form of lower prices. The
Republican policy is a constructive policy
and means a square deal for all concerned.
A clearer standard of conduct is what
honest business men want. They are the
only business men worth considering and
they ought to have it. The rest of the
public want them to have it because they
deserve a fair deal on their own account
as American citizens and also because all
4

sensible people realize that most of the rest of
the public must flourish or suffer along with
the business men. A certain manufacturing
company, when threatened with attack, put
up signs for its employees to read: "If anything happens to the company what will
happen to you?" Here is a homily for
the thought of those politicians who wish
to smash everything and everybody (except
their own political hopes), although no one
has explained who "the people" are who are
expected to like being smashed incidentally.
The present test is that there shall be
no combination or conspiracy in restraint of
trade between the States or with foreign
nations, including, of course, any monopoly
or attempt to monopolize. Here is the
whole gist of the Sherman L a w of 1 890.
There has been no "judicial legislation".
The "rule of reason" simply states the fact
that the law is to be applied with an
5

exercise of the reasoning faculty—the same
simple law forbidding combination or conspiracy in restraint of trade, which it is the
object of the law to prevent. The supposed
advantages of competition may easily be
over-emphasized. Competition is by no
means always a good in itself. The existence or possibility of competition is important, rather, as among the factors in applying the test to determine whether there
be a restraint of trade or a monopolistic
combination.
Well, what does "restraint" mean? It
comes from the Latin re (back) and stringere
(to draw or hold) and it means to check or
bind. It is used of Prometheus bound with
chains. In the law language of a " nation of
shopkeepers" it was abhorrent because
destructive, as it is to-day, of trade. It could
never be reasonable. No combination in
restraint of trade can be reasonable. A
6

combination affecting trade, if it is unreasonable, is in restraint and is detrimental and
therefore wisely made illegal, not because it
is a combination but because it is in restraint
of trade. Any business operation affects
and may deflect the course of trade. The
difference between innocent combination or
other business operation and one in restraint
of trade is like the difference between dredging a stream and damming a stream—the difference between opening a door and barring
a door.
The regrating, forestalling, and engrossing
of the common law were condemned because
in restraint of trade; so government monopolies were condemned—because as restraints
upon trade they raised prices. Also they
hampered the fair trader in his field. For
the same reasons certain contracts not to
engage in a business were held void. In the
more primitive society of those days these

cases were simple and the dockets of the
courts were not too crowded to exercise
prompt control. W e have come far from
those old days. It is no longer only a couple
of village grocerymen (although some of our
village grocerymen will repay scrutiny) who
combine to raise the price of eggs. It is
nation-wide industries which combine to
increase efficiency and to promote, not to
restrain, trade. Here we have the modern
evolution of industrial efficiency. It has
come to stay. It has reduced the cost of
production. It is a logical, economical, and
scientific method.
What are the objections to the trusts?
Three. First, that they may unreasonably
raise prices; second, that they may keep outsiders from entering their field and so close
the open door of commercial opportunity;
third, that there may be a dangerous accumulation of wealth in a few hands.
8

In principle the third objection, the question of swollen fortunes, is a separate one.
A powerful democracy carries too big a stick
to be frightened by a few millionaires unless
the democracy has sold its stick. Anyhow,
a progressive income tax and an inheritance
tax are remedies to cure without killing the
goose that lays the golden eggs.
Returning to apprehensions one and two.
Combinations do reduce the cost of production. The problem is to give the wage
earner and the consumer the benefit of this
economy. Allowing the corporation a liberal return for its investment, the further
benefits of economy due to combination
should go to the consumer and the wage
earner. When a corporation controls a
great percentage of a business it begins to
savor of the nature of a public utility, but
without the point-blank fixing of a price
based upon a fair return on investment (as.

for example, in the San Diego Land and
Town Company v. Jasper, 189 U . S.) the
ascertainment of an extraordinarily high and
tempting profit might well be taken as strong
evidence of coercion to prevent competition,
/. e., a form of restraint.
1^
For the application of this principle, of
course, the first requisite would be a law
against stock watering in interstate-commerce
I corporations, which should be forbidden to
j issue any securities except for cash or propU^erty or services officially assessed.
There should be a rule making fantastic
profits presumptive evidence that com|)etition is throttled by restraint and a law to
protect the wage earner and the consumer
from seeing the economic advantages of combination go, through stock watering, into the
pockets of the promoter. The Federal incorporation law idea urged by the President
could supply the means of publicity and
10

inducement. The Bureau of Corporations
could be transformed into a division of the
Interstate Commerce Commission and organized to pass upon and bring ^vithin the
law combinations incorporating for interstate
commerce.
Some critics complain bitterly that no violators of the Sherman L a w should escape personal punishment. There is a great field for
this enthusiasm for implacable justice in the
crying need of reform in our general criminal
procedure—a reform which President Taft
so warmly advocates. When one considers
the vast amount of brutal crime which
escapes punishment in this country one can
hardly be surprised if it is difficult to bring
to the bar of justice criminal acts violative
of the Sherman Law. When one reflects
that acts of Congress, as they now stand,
explicitly forbid prosecution on the basis of
facts divulged to an investigating commitn

tee, or in the course of a civil suit, or even
in the course of investigations by the Bureau
of Corporations, it becomes evident that a
corporation would have to be rather reticent
to avoid divulging, in one of these three
ways, material facts the taboo of which for
purposes of criminal prosecution would be
sufficient to gain exemption. Moreover,
since it had remained for the present administration thoroughly to galvanize, in its
general application, a law which had lain
almost dormant for nearly twenty years and
through administrations of both parties, it
was hardly matter for surprise if corporations had come to think that they had nearly
a prescriptive right to violate the Sherman
Law!
What is wanted is a clear standard applying the criterion of reasonable profits and
making stock watering impossible to enable
the honest to be rid of fears and to insure
12

the speedy punishment of the guilty—to let
the honest know precisely what are mala
prohihita and to destroy with celerity the
malum in se.

Constructive legislation in this sense in
connection with a Federal incorporation law
need not muddy the Sherman L a w , which
flows in its wise simplicity from the clear
spring of the common law of our forefathers.
Too much law merely challenges the world's
talent for technical evasion. Detailed law
is usually far more unwieldly than essential
law, leaving full opportunity for the wise
and reasonable application of public policy
for the nation's good.
The theory that the Government of the
United States seeks the greatest good of
the greatest number gives it at least this one
basic idea in common with socialism, alien
to our institutions as are the socialistic theories as to how a national government should
13

seek that greatest good. Wise regulation is
no more state socialism than service is slavery, and wise regulation need not approach
socialism except in the basic sense of resting
upon a policy "which aims at securing, by
the action of the central democratic authority, a better distribution and, in due subordination thereunto, a better production of
wealth than now prevails".
Unlimited competition could hardly be
called good in itself except as an evidence
of the "open door". It seems a somewhat
clumsy and treacherous means of keeping
prices down. It is sometimes in its nature
wasteful, as war is more wasteful than peace.
Unlimited competition has its dangers, just
as unlimited combination has its dangers.
Somebody makes money in manufacturing
matches. Seeing the good thing, many
others start match factories. The manufacturer's profits, the wages, the price of
14

matches, and the quality of the matches all go
down. The quality of the matches goes
down until it takes so many bad matches to
light a cigar that the total match bill goes
up—and the consumer, the wage earner, the
capitalist, are all worse off than they were
before. Then comes combination, with the
economic advantages of teamwork. Later
come the abuses of combination. Then
should come scientific regulation to preserve
the economies to the Nation while destroying the abuses. This is now our national
problem.
In reflecting on what the Nation stands
to lose through the destruction of teamwork
we should not overlook our foreign trade,
which has just assumed the colossal proportions of over $2,250,000,000 worth of
exports. Our competitors are all going
in for scientific teamwork, and if we try industrial anarchy instead of well-regulated
15

cooperation it is easy to see visions of the
unemployed legions of the future. Indeed,
foreign trade, on which our industrial prosperity must more and more depend, is the
field above all others where scientific combination in promotion of trade is absolutely
necessary. Aside from this fact, if foreign
governments see this Nation seeking to
destroy great industrial instrumentalities, the
efficiency of which they themselves envy and
would foster if they were in our place, such
governments would naturally construe our
attitude as an invitation to them, in turn, to
attack our great corporations, which have had
so huge a share in building up our export
trade.
If competition has an intrinsic virtue it is
that it is associated with an era of independent, self-sufficient units in industry. The
passing of these corporals of industry to give
way to the captains of industry, like the sub16

stitution of the employees of great (department
stores for the small shopkeeper, gives cause
for thought. Does the modern system produce the same stalwart, responsible type of
citizen, with the same feeling of having a
stake in the country and the duties of citizenship to perform, as did the old? These,
however, are social questions. W e can not
move the clock back. W e must remember
that we are all Americans—Government,
workman, clerk, and capitalist—composing
"the people", and that we must pull together
and do teamwork (putting cotton in our ears
when the heathen rage), even in an election
year.
A return to unlimited competition would
appear both out-of-date and undesirable.
The disintegration of great combinations
merely as a step toward competition, and
unless necessary to break a monopoly, may
carry the danger of hampering the economies
17

without benefiting the public. If excessive
competition takes the place of the economy of
teamwork, what will the manufacturers do?
Lower wages and, in the end, very likely be
forced either to go out of business or to raise
prices. Then it is the wage earner and the
small capitalist who are the first to lose.
It is not so much the plutocrat. He is the
last to lose. It is the wage earner and the
small investor in industrial shares who suffer.
And they are also very decidedly a most
important part of "the people".
Between the passive policy of the Democrats and the so-called Progressive Party's
socialistic visions of excessive paternalism,
which are sung so sweetly to the unthinking, let us choose the Republican Party's
truly progressive policy of dealing with
wrong by law and of establishing facts
by the full knowledge incidental to Federal
incorporation.
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